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STRICTLY CONFIDENTIAL 


EXECUTIVE SUMMARY 


SUBMISSION TO Council 

DIVISION REQUESTING THE 

SUBMISSION Finance 

TITLE OF THE SUBMISSION 

MFMA Section 16(1 )&(2) - annual budget 2018/19 


1. SOLUTION REQUIRED 


Strategy Endorsement 


Commercial Options 


Approval 

X 

Information 



2. PURPOSE 

To workshop councilors on the final annual budget for the 2018/19 Multi Term Revenue and 
Expenditure Framework (MTREF). 

3. BACKGROUND 

In terms of section 16 (land (2) of the MFMA, the council of municipality must for each financial 
year approve an annual budget for the municipality before the start of that financial year and in 
order for a municipality to comply with subsection (1), the mayor of the municipality must table the 
annual budget at a council meeting at least 90 days before the start of the budget year. 

4. Budget assumptions 

The budget assumptions are based on the guidelines contained in Circular 89 issued by National 
Treasury which advises on the below Increases: 


Item 

2018/19 

2019/20 

1920/21 

Salaries 

6.2% 

5.5% 

5.5% 

General expenditure 

5.2% 

5.5% 

5.5% 


Revenue tariffs have increased by 5.2% as per inflation except for Electricity Tariff that increased 
by 6.84% as per NERSA guideline and the water tariff increased by 12.2% 





5. Revenue for the 2018/19 financial year is as follows: 


Description 

Budget 

2018/19 

R’000 

outer year 
2019/20 
R’000 

outer year 
2020/21 
R’000 

Property rates 

110,158 

115,886 

121,912 

Service charges- electricity revenue 

306,050 

326,937 

349,249 

Service charges - Water revenue 

113,659 

127,510 

143,049 

Service charges - sanitation revenue 

29,038 

32,691 

36,795 

Service Charges refuse revenue 

31,655 

35,517 

39,850 

Rental of facilities and equipment 

4,799 

5,048 

5,311 

Interest earned - external investments 

2,000 

2,104 

2,213 

Interest earned - recievables 

17,699 

18,588 

19,555 

Fines, penalties & forfeits 

45,920 

48,308 

50,820 

Licences & permits 

25 

26 

28 

Transfers recognised 

131,122 

149,857 

166,005 

Other revenue 

2,864 

3,013 

3,169 

Total 

794,959 

865,485 

937,957 


The largest revenue items are electricity at 38.%, grant income at 16%, water sales at 14% and 
property rates at 14%. The three items generate 82% of the revenue of the municipality. 


6. Expenditure 


Proposed expenditure for the financial year is as follows: 


Description 

Budget 18/19 
R'000 

Budget 19/20 
R'000 

Budget 20/21 

R'000 

Employee Costs 

195,166 

203,450 

214,612 

Councillors Remuneration 

12,091 

12,756 

13,458 

Debt Impairment 

137,910 

147,711 

158,301 

Depreciation 

38,768 

39,894 

41,748 

Finance Costs 

9,711 

9,608 

9,548 

Bulk Purchases 

296,075 

321,007 

348,162 

Contracted services 

55,341 

62,696 

67,537 

Other Materials 

22,443 

38,882 

42,848 

General Expenditure 

48,825 

49,017 

52,495 

Total 

816,331 

885,020 

948,709 


The largest expenditure items are bulk purchases at 36%, employee related costs at 24% and 
debt impairment at 16.8%. The three items make up 76.8% of the expenditure of the municipality. 





The Capital Budget amounts to R90,467,795 and is funded as follows: 
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9. REPAIRS AND MAINTENANACE: 2018-19 
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7. Inventory Management Policy 

8. Budget Policy 

9. Virement Policy 

10. Loan Policy 




11. Grants Policy 

12. Funds reserves Policy 

13. Bursary Policy 

14. Relocation Policy 

15. Overtime Policy 
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Legislation compliance status 

Compliance with the MFMA implementation requirements have been substantially adhered to through the followinq 
activities: 

1. In year reporting 

Reporting to National Treasury in electronic format was fully complied with on a monthly basis. 

2. Internship programme 

Lesedi Local Municipality is participating in the Municipal Financial Management Internship programme and 
has employed five interns undergoing training in various divisions of the Financial Services Department. Since 
the introduction of the Internship programme the municipality has successfully employed and trained 20 
interns through this programme and a majority of them were appointed in the municipality. 

3. Budget and Treasury Office 

The Budget and Treasury Office has been established in accordance with the MFMA. 

4. Audit Committee 

An Audit Committee has been established and is fully functional. 

5. Annual Report 

Annual report is compiled in terms of the MFMA and National Treasury requirements. 

7. MFMA Training 

The MFMA training module in electronic format is presented at the municipality’s internal centre and traininq is 
ongoing. 



